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WEDNESDAY,  DECEMBE&  8,  1920. 

JoixT  S?:ssiosr  of  the 

bEXATE  AND  HoUSE  COMMITTEES  ON  AgRICULTIT^E, 

Washington,  D.  C. 
Iho  Committee  on  Agriculture  and  Forestry  of  the  United  States 
beiiato  and  the  Committee  on  Agriculture  of  the  House  of  Repre- 
sentatives reconvened,  pursuant  . to  adjournment,  at  10.30  a.  m.,  in 
the  room  of  tlu'  benate  Committee  on  Agriculture  and  Forestrv 
Senator  Ellison  D.  Smith,  of  South  CaroliL,  prS^  forestry, 
.  V'^'u^r  ^^''^^T  Gronna,  France,  McNary,  dipper,  Keycs,  Smith 
of  South  Carolina  (acting  chairman),  Smith  of  Georgia,  and  Kendrick: 
and  Kepresentative  Tmcher.  ' 
Senator  Smith  of  South  Carolina  (acting  chairman). 

*  *  *  *  *  « 

nrnnT^""  ^''K^^^''^'         ^""^^  ^V^^  "^^"^^^  agricultural 

products.     I  think,  Mr.  Caiauroan,  we  should  strike  out  agricultural 

products  and  restore  it  generally;  for  copper,  zinc,  or  anv  of  our 

expor  s  that  need  the  backing  of  the  War  Finance  Corporation  to 

help  those  who  arc  ready  to  extend  credits  abroad,  would  be  affected 

by  the  restoration  of  the  War  Finance  Corporation 

1  thmk  we  shall  find  when  we  come  to  act  upon  this  measure  upon 
the  floor  of  the  Senate  or  upon  the  floor  of  the  House,  if  we  cunise  anv 
kmd  of  class  discrimmation  and  broadly  ask  that  the  War  Finance 
Corporation  resume  operations,  and  give  the  backing  of  this  crrcat 
reservoir  of  «1,000,000,000  to  the  various  exporters  and  the  various 
hnancial  orgamzations  of  the  country,  they  will  feel  that  they  have 
got  something  to  faU  back  on  for  help  if  they  need  it 

Now,  that  IS  the  great  value  of  this  War  Finance  Corporation- 
not  simply  the  money  that  it  immediately  extends,  but  the  coura-e 
and  the  assurance  it  gives  to  others.  And  I  believe  before  we  o-et 
throu^  we  will  broaden  it  and  simply  provide  that  the  War  Finance 
corporation  r^ume  operations. 

agriculture  lias  roroired  tho 
^orst  blow  m  the  faU  m  pnces,  and  deserves  the  first  ]>rote(  tion. 
1  have  no  objection  to  this  measure.  I  want  to  sav,  Mr.  Chairman 
that  1  am  just  as  much  mterested  in  protecting  tlio"price  of  our  corn 
and  wheat  as  I  am  tobacco,  not  only  because  I  am  interested  from 
ttie  standpoint  of  the  whole  country,  but  because  half  of  my  district 

"atUet  prfiri  '"^^  ^^"^ 

reri^^'J^SffrSTf  fw  ?  f^A  *?  ^^'^^^^  reference  to  those 

H'l.        individuals  can  not  deal  with  these  for(M-n 
uovemments,  the  Austrian  Government,  the  Japanese  Governmcut 
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imd  the  Belgian  Government,  and  these  Governments  that  have  & 
monopoly  of  the  tobacco  business.  Some  reUef  ought  to  be  given 
the  producers  as  against  these  govei'nmcnt  monopolies.  I  would 
like  to  have  the  committee  look  at  that  phase  of  it  in  connection 
with  this  l^islation.  I  want  the  committee  to  consider  that  the 
producers  can  not  deal  with  individuals  where  they  have  these 
monopolies,  but  they  must  deal  with  governments,  and  they  are 
absolutely  at  their  mercy- 
Senator  Smith  of  Georgia.  Would  not  the  details  of  any  plan  rest 
with  the  War  Finance  Corporation? 
Senator  Swanson,  I  thinlc  so. 

Senator  Smith  of  Georgia.  And  the  existence  of  this  governmental 
organization,  prepared  to  give  these  credits,  will  meet  the  very 
dimcuity  that  the  Senator  from  Virmnia  mentioned. 

Senator  Smith  of  South  Carohna.  Senator  Capper  has  indicated 
that  there  arc  certain  agricidtural  int^ests  from  the  West  that  d^ 
sired  to  be  heard  this  morning. 

Senator  Cappeb.  I  would  like  to  have  you  hear  Mr.^  Thompson. 

STATEMENT  OF  MR.  F.  W.  THOMPSON,  VICE  PRESIDENT 
MERCHANTS  LOAN  &  TRUST  CO.,  CHICAGO,  ILL.;  ALSO 
PRESIDENT  FARM  MORTGAGE  BANKERS  ASSOCIATION. 

Mr.  Thompsox.  I  tliink  my  statement  will  be  very  short,  gon  tic- 
men;  it  will  be  the  statement  of  a  remedy  and  nothing  else.  I  shall 
not  encroach  upon  your  time. 

I  am  vice  president  of  the  Meichanls  Loan  &  Trust  Co.,  of  Chicago, 
and  vice  president  of  tho  Farm  Mortgage  Bankers  Association.  I 
have  been  associated  with  farmers  for  the  last  15  years. 

I  listened  with  a  good  deal  of  interest  to  what  Senator  Smith  had 
to  say  with  refermce  to  the  situation,  and  he  practically  took  my 
speech  out  of  my  mouth.  T  have  this  to  say,  that  the  problem  of 
tne  farmer  is  the  problem  of  the  banker,  the  country  banker.  I  have 
been  one.  I  have  had  10  or  15  years'  experience  in  the  country  bank- 
ing business.  I  was  a  bank  examiner  in  the  State  of  Iowa  for  four 
years,  and  I  know  what  I  am  talking  about  when  I  say  that  there  is 
no  common  bond  greater  than  the  bond  between  the  fanner  and  his 
rural  banker,  social  or  financial.  So  that  if  the  farmer  has  a  problem 
it  immediately  reflects  itself  in  the  country  bank  with  which  de  does 
business. 

I  have  seen  all  sides  of  country  banking,  and  I  am  now  engaged  m 
the  business  of  a  largo  bank  which  in  turn,  does  business  with  these 
smaller  banks.  You  gentlemen  may  or  may  not  know  that  it  is  the 
business  of  tibe  bankers  in  reserve  cities  to  attempt  at  least  to  regu- 
late the  loans  that  they  make  to  country  bankers  upon  their  balances, 
somewhat  after  the  fashion  of  the  Federal  reserve  bank.  In  other 
words,  if  a  man  has  $15,000  credit  with  us,  we  think  he  is  entitled  to 
around  four  times  that  amoimt  in  case  of  stress;  that  is,  a  $60,000 
credxt 

The  Federal  reserve  bank  establishes  a  basic  line  upon  which  they 
may  make  loans.  They  figure  it  out  something  Uke  this:  A  member 
bank  can  ask  for  and  is  entitled  to  credit  Upon  the  amount  of  the 
reserve  it  has  with  the  Federal  reserve  bank,  less  35  per  cent,  whidi 
the  law  requires  the  Federal  reserve  bank  must  cany,  plus  his  can?- 
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tribution  to  the  stock  of  the  Federal  r^-serve  bank  multiplied  b}'  two 
and  one-half.  In  other  words,  a  man  having  $100,000  balance  is 
entitled,  if  that  average  balance  is  maintained  during  the  month,  to 
<i  loan  of  around  §175,000. 

Now,  they  get  that,  and  they  have  been  getting  more  than  that; 
member  banks  have  been  getting  more  in  this  great  western  country 
of  ours,  and  in  fact  in  the  southern  country  as  well,  from  the  Federal 
reserve  banks;  but  it  is  a  fact  that  they  have  recognized  the  stress 
that  has  been  placed  upon  them  and  that  thev  have  extended  their 
credits  beyond  what  the  law  contemplates,  t  have  figures  to  sub- 
stantiate ihat  statement. 

Now,  there  are  more  State  banks  in  this  country  than  tliere  are 
national  banks,  and  so  State  banks  come  to  us  and  they  say,  ''We 
have  to  have  credit.''  '  AH  right;  we  will  just  base  it  upon  your 
reserve  that  you  carry  with  us,  because  that  is  the  basis  of  our  loaning 
power.  How  much  do  you  want?"  **WeJil,  I  have  got  to  have  so 
mueh  money/' 

Well,  now,  we  have  loaned  State  banks — when  I  say  '^we'^  I 
mean  the  banks  in  such  towns  as  Topeka,  Atlanta,  Memphis,  St.  Louis, 
Des  Moines,  Sioux  City,  Denver,  any  of  these  towns  that  are  repre- 
sented in  the  so-called  reserve  sections — ^wc  have  loaned  these  men 
a  vast  sum  of  mone}-;  and  gentlemen,  the  money  that  we  loan  to 
a  State  bank  to-day  is  absolutely  frozen.  We  can  not  get  credit 
on  it,  because  it  is  not  rediscount  able  or  eligible  at  a  Federal  reserve 
bank.  But  wo  have  continued  to  do  that  up  to  a  point  where  it  is 
getting  dangerous  to  the  countr}^  bank.  We  have  coUateral,  and 
90  per  cent  of  it — and  I  am  just  one  of  that  type — 90  per  cent  of 
it  is  coUateraled  by  farmers'  paper. 

Senator  G&onna.  I  was  going  to  ask  you,  Mr.  Thompson,  for 
the  remedy. 

Mr.  Thompson.  I  am  just  coming  to  that.  This  is  an  attmpt  to 
indicate  why  I  think  this  remedy  will  work  out. 

I  tJimk  that  the  War  Finance  Corporation,  if  it  is  permitted  by 
law  to  rediscount  papeVj  sliould  have  the  jiower  to  rediscount  thisyrozen 
paper  that  is  not  eligible  for  discount  with  the  Federal  reserve  banlcSy 
thus  releasiTig  the  pressure  that  has  been  put  upon  country  hanlcs  all  over 
the  country,  and  to  that  extent  I  thinlc  that  two  hunted,  three  hundred, 
or  possibly  five  hundred  million  of  dollars  will  be  required.  That  money 
would  be  rediscounted  and  indorsed  by  tiie  best  hanks  of  th  e  reserve  4^ies 
of  the  United  States  to-day^  You  can  absolutely  assure  the  repayment 
of  those  rediscounts  within  one  year,  because  we  have  the  credits  wJien 
they  are  moved,  and  they  cnn  surely  retire  all  that  ii  wiU  be  found  neces- 
sary to  rediscount  with  the  War  Finance  CorporaHon,, 

Now,  the  War  Finance  Corporation  as  it  is  constituted  to-day 
can  not  do  a  foreign  busmess,  as  I  und^tand  it,  without  some 
amendment  to  the  law. 
Senator  Smith  of  Georgia.  What  do  you  mean  by  that? 
Mr.  Thompson.  I  mean  they  have  no  right  to  make  loans- 
Senator  Smith  of  Geoi^gia.  They  have  the  express  authoritj'  under 
the  amendment  which  we  passed  in  March,  1919,  to  use  a  billion 
dollars  to  aid  those  engaged  in  the  export  business. 
Mr.  Thompsok.  I  am  very  ^d  to  know  that. 
Senator  Smith  of  Georgia.  We  put  in  that  amendment;  the  Finance 
Committee  of  the  Senate  reported  that  amendm^t  m  March,  1919, 
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'and  they  are  authorized  to  utilize  their  paper  to  raise  a  biUion  dollars, 
to  be  devoted  exclusively  to  the  export  trade  or  to  financing  the 
credits  that  are  essential  iFor  exports. 

Mr.  Thompsox.  That  is  tine.    I  say  amen  to  that. 

Senator  Smith  of  Georgia.  Now,  if  they  could  move  some  of  these 
farm  products,  if  they  could  start  the  currents  of  trade  by  giving 
these  credits,  that  would  liquidate  your  paper? 

Mr.  TiU):AiPsox.  It  would  in  time. 

Senator  Smith  of  Georgia.  It  woukl  help  immensely. 

Mr.  Thompson.  It  would  help  immensely.  I  agree  with  you  on 
that. 

Ecpresentative  Tixcher.  ^[r.  Thom}ison,  you  remarked  that  a 
State  bank^s  paper  in  yom*  hands  is  classified  us  frozen  paper.  I 
suppose  you  are  a  member  of  the  Federal  reserve  system  ? 

Mr.  Tiio^ipsox.  I  am;  yes. 

Re])r(^sentative  Tixchkr.  Do  you  mean  that  under  the  law  it 
would  re(iuire  an  amendment  to  our  Federal  reserve  law  to  enable 
the  Federal  reserve  bank  to  take  tliat  paper,  you  being  a  meniber, 
for  security,  that  seciuity  being  taken  from  a  State  bank  that  is  not 
a  member  ( 

Mr.  Thompsox.  That  would  help. 

Representative  Tixcher.  Here  is  the  point  I  am  making.  As  I 
understand  the  Federal  reserve  law  now,  you  can  take  the  paper 
from  a  nonmember  bank,  and  you,  being  a  member  bank,  can  use 
that  paper  ? 

Mr.  Thompson.  As  I  understand  it,  we  can  not. 
Senator  Smith  of  C'eorgia.  Being  a  member,  you  have  the  right  to 
indorse  it,  just  as  you  could  inclorse  a  merchant's  paper. 
Mr.  Thompson.  They  won't  do  it. 

Representative  Tincher.  That  is  a  matter  of  adniinistration,  and 
not  a  matter  of  law.    The  law  permits  them  to  do  tliat. 

Mr.  Thompson.  That  is  all  right;  I  am  not  asking  you  to  do  that. 

Sejiator  Smith  of  South  Carolina.  Do  you  Ihin^:  that  is  an  arbitraiy 
rule  that  has  been  adopted  to  force  State  banks  into  the  system  ^ 

Mr.  Thompson.  I  thini:  it  is. 

Senator  Smith  of  South  Carolina.  That  is  what  we  want  to  get  at. 

Senator  Groxna.  While  you  are  on  this  question,  I  want  to  add 
this  to  what  Senator  Smith  stated  with  reference  to  this  billion  dol- 
lars. On  November  30,  1920,  there  was  a  bahuv-^e  due  from  the  Treas- 
urer of  the  United  States  of  $874,318,493. which  of  eoursc  could  be 
used  immediately,  so  that  the  Finance  Corporation  is  not  without 
funds. 

Mr.  Thompson.  That  is  a  good  point,  Senator. 

Senator  SMrrn  of  Georgia.  But  1  do  not  think  a  dollar  of  that  would 
have  to  be  used  from  the  Ti«easury.  I  believe  their  paper  can  easily 
be  handled,  as  it  has  been  handled  before,  backed  by  this  credit  in  the 
Treasury,  making  this  paper  that  much  better  paper.  And  n^jbody 
questions  the  fact  that  the  War  Finance  Corporation  can  handle  

Mr.  Thompson.  I  do  not  think  we  have  any  differences  about  that. 
What  I  am  principally  interested  in  is  what  we  can  do  now,  not  what 
will  take  place  three  or  four  or  five  months  from  now. 

Senator  SMrrn  of  Geoigia.  In  other  words,  if  the  War  Finance 
COTporation,  with  its  capital,  would  take  this  paper  that  is  not 
rodiscountable  at  the  Federal  reserve  c&^^,  jm  would  liquefy  the 
matter) 
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Mr.  Thompson.  At  once,  and  that  would  help  the  country  bank 
situation  tremendously.  , 

Senator  Smtth  of  Geoigia.  Why  is  it  that  you  bem?  a  mem!)er 
bank,  they  decline  to  rediscount  this  paper  from  the  coxmtry  banks? 

Mr.  Thompson.  I  do  not  know,  Senator. 

Senator  ^oth  of  Georgia.  Don't  you  understand  that  the  law 
authorizes  it  now?  You  are  a  meniber  bank  in  the  Federal  reserve 
system,  and  have  the  right  to  rediscount  vour  paper  with  them.  Of 
course  you  are  limited  as  to  the  length  of  time.  Your  farm-securod 
paper  runs  six  months,  and  your  ordinary  ])aper  not  more  than  90 
days.  Your  paper  must  be  of  a  character  failing  within  the  liquid 
provisions  of  the  Federal  reserve  banking  act. 

Mr.  Thompson.  May  I  state,  to  the  contrary  of  what  seems  to  be 
the  impression,  that  a  fwmer  turns  his  capital  in  o7ie  5  ear;  that  is  a 
mistake.  A  farmer  turns  hia  capital  about  once  in  ioxa  years,  and 
that  six  months'  provision  is  a  farce,  so  far  as  the  average  farmer  is 

^  Senator  McNaby,  Are  you  speaking  of  his  liquid  capital,  or  the 
capital  that  is  invested  ? 

Mr.  Thompson.  His  mvested  capital. 

Senator  McNaey.  That  is  a  different  i>roposition  ontu-ely. 

Senator  Smith  of  Georgia.  That  provision  was  not  intended  to 
reach  invested  capital;  that  was  put  in  to  facilitate  credits  for  the 
production  of  his  crop,  upon  the  thcorj-  that  the  crop  took  six  months 

to  raise.  ,       1      «  i.  j 

Mr.  Thompson.  It  really  takes  longer  than  that,  Senator;  they  do 

well  if  thev  get  through  on  a  year.   What  I  say  is  that  a  frozen  credit 

means  loans  made  to  country  banks  and  based  upon  farmers'  paper 

that  will  extend  beyond  the  six  months'  period. 
Senator  Smith  of  Georgia.  They  can  not  materialize  at  all  on  theur 

farmers'  paper,  and  therefore  they  can  not  pay  you? 
Mr.  Thompsox.  Xo. 

Senator  Smith  of  Georgia.  And  therefore  yoiu-  paper  taken  from 
them  is  in  110  sense  liquid,  but  frozen? 
Mr.  Thompson.  It  is  frozen. 

May  I  also  say  this  ?  I  see  the  Treasury  Department  has  author- 
ized a  new  issue  of  certificates  bearing  5f  and  6  per  cent,  and  they 
are  asking  the  bankers  to  take  this  paper,  to  take  these  certificates 
liberally.  Now,  when  you  stop  to  thmk  that  a  cquntiv  banker  is 
paying  4  per  cent  on  his  time  certificates  and  he  is  asked  to  take 
this  paper  and  put  it  out,  he  naturally  takes  that  certificate  and  slips 
it  in  the  place  of  a  United  States  certificate.  That  is  on  top  of  the 
fact  that  he  is  unable  to  collect  from  his  borrowers.  I  tell  you  the 
situation  demands  immediate  relief. 

Senator  Gkonna.  Is  it  not  true  that  what  we  need  more  than  any- 
thing else  is  an  outlet  for  our  products? 

Mr.  Thompson.  Ultimately  so,  Senator. 

Senator  Gronna.  Not  so  much  in  asking  someone  to  take  this 
paper,  or  to  give  value  received,  or  to  get  expenses,  but  to  get  money 
out  in  the  country,  something  that  can  bo  used  to  pay  debts  with. 

Mr.  Thompson.  I  absolutely  agree  with  you. 

Senator  Gronna.  Before  you  go  any  further,  Mr.  Thompson,  I 
want  to  say  you  are  mistaken  about  the  provisions  of  the  law  and 
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tbe  powers  of  the  Finance  Corporation.    I  usk  to  have  printed 

section  21  (a),  which  rouds  as  follows: 

That  the  coiporalion  shiill  be  empowered  and  authorized,  in  order  to  promote  com- 
merce with  foreign  nations  through  the  extension  of  credits,  to  make  advances  upon 
8uch  terms,  not  inconsistent  with  the  provisions  of  this  section,  as  it  may  prescribe, 
for  periods  not  exceeding  live  yean  from  the  renpective  dfttea  of  sudi  advances. 

This  is  a  corporation  with  a  capital  stock  of  ??500,000,000,  and  it 
rnn  go  on  and  issue  its  bonds  and  certificates  to  an  amount  of  six 
times  its  capital  stock. 

Mr.  Thompson.  I  nnderstand  it;  it  can  multiply  that  by  six  times. 

Senator  Gronna.  It  specifically  provides  that  they  can  do  the  very 
thinjrs  tliat  we  under  this  resolution  are  hoping  they  may  do;  namcdy, 
to  donl  with  foreign  nations. 

Senator  Smith  of  Georgia.  But  vou  are  asldng  for  still  further 
relief? 

Mr.  Thompson.  I  am  asking  for  immediate  relief. 
Senator  Smith  of  Georgia.  You  approve  most  cordially  of  the 
resumption  of  work  by  the  War  Finance  Corporation? 
T\fr.  Thompson.  I  most  certainly  do. 

Senator  Smith  of  Georgia.  But  you  also  want  it  to  have  authority 
to  aid  in  liquidatii^g  for  you  this  frozen  paper? 

Mr.  Thompson.  Not  for  us,  but  for  tlio  countr%^. 

Senator  Smith  of  Georgia.  I  do  not  mean  for  you;  I  mean  for  your 
class. 

Mr.  Thompson.  I  u.nderstand;  yes,  sir. 

Senator  Smith  of  Georgia.  To  aid  in  liquidating  this  frozen  paper, 
that  tlie  country  banli:  may  be  saved  and  that  the  farmer  also  may 
be  saved  ? 

Mr.  Thompson.  Surely.  When  the  country  banker  is  rolioved,  he 
says.  Why,  Bill,  I  will  carry  you  just  as  long  as  these  fellows  will 
cairv  me.'' 

Senator  Smith  of  Georgia.  And  your  suggestion  is  an  additional 
remedy  for  tlic  immediate  emergeiicy? 

Mr.  Thompson.  Yes,  sir.  I  wan t^  to  say  another  thing.  I  would 
be  HI  favor  of  limnting  the  rate  of  inter(^sf  at  which  a  piece  of  paper 
would  l)e  rediscountable  at  the  War  Finance  Corporation,  so  that 
there  v»-ould  not  be  a  doUar  of  profit  to  the  man  that  discounted  the 
paper.  We  want  to  relieve  the  situation  in  tlic  country,  and  it  needs 
it,  gentlemen.  I  am  n.ot  an  ahirmist  or  anything  of  the  kind,  but  I 
do  know  some  of  tlie  problems  that  are  to-day  affecting  the  banker  in 
his  demand  upon  the  farmer  that  he  pay  and  the  deinand  upon  the 
city  banker  that  he  deliate,  and  they  are  all  up  in  the  air. 

Representative  Tincher.  Mr.  Thompson,  there  is  a  movement  on 
foot  by  the  Federal  Reserve  Board  to  deflate  the  currency.  They  do 
not  need  any  amendment  to  the  Federal  reserve  act  to  enable^  the 
Federal  resei^ve  bank  to  take  nonmembers'  paper  from  you,  a  mem- 
ber bank. 

Mr.  Thompson.  I  nnderstand  you  on  tliat. 

Representative  Tincher.  Yoii  are  in  favor  of  the  Federal  reserve 
l>anks  resuming  as  well  as  the  War  Finance  Corporation  resuming,  as 
I  understand  you  ? 

Mr.  TiiOMPsoj!i.  On  eligible  paper,  yes. 
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Representative  Tincher.  Suppose  they  are  soroeseftil  under  tliis 
arbitrary  rule  of  not  permitting  wminember  bmks'  paper  to  be  dw- 
c  ounted  in  the  Federal  reserve  banks.  Hiat  will  force  all  of  tlie  State 
banks'  reserves  into  the  Federal  reserve  banks,  will  it  not? 

Mr.  Thompson.  Naturally. 

Representative  Tincheb.  And  that  would  enable  tbem  th^  to 
deflate  the  currency,  as  they  term  it,  at  their  will  and  [Measure— if  it 

is  all  in  their  banks? 
Mr.  Thompson.  Yes. 

Senator  Gronna.  Let  me  say  this.  I  dislike  verv  much  to  be  a 
witness  before  this  committee,  but  let  me  tell  you  what  hap^^ened  in 
St.  Paul  the  other  day.  Smce  you  have  brought  this  up,  I  think  I 
niisht  just  as  well  tell  the  truth. 

We  had  over  a  himdred  head  of  lai^  cattl^  vi^ich  we  shipped  to 
St.  Paul.  We  foimd  the  markets  demoralized,  and  we  wanted  to 
ship  them  to  Chicago,  or  to  Illinois  rather,  and  feed  them.  We  could 
not  get  a  loan  of  a  dollar  on  those  cattle. 

Mr.  Thompson.  Whom  did  you  go  to,  Senator? 

Senator  Gronna.  We  went  to  the  people  right  there  in  St.  Paul 
and  MmneapoUs,  and  they  said  they  were  not  advancing  a  dollar  on 
rattle.  The  ninth  Federal  reserve  district  does  not  furnish  any 
money  to  the  producers  of  the  country. 

Mr.  Thompson.  I  can  not  tell  about  that. 

Senator  Gronna.  I  just  want  that  to  go  in  the  record,  that  the 
countiy  is  not  being  supplied  with  money.   The  feeders  and  pur- 

chasei^s  of  cattle  are  not  being  furnished  with  money. 

Representative  Tincher.  1  am  told,  Mr.  Thompson,  that  the  lead- 
ing stock  men  of  Kansas,  men  who  have  financial  ability,  can  not 
borrow  as  much  as  SI 0,000  for  either  of  the  purposes  I  have  men- 
tioned  through  the  Federal  reserve  system. 

Mr.  Thompson.  Does  not  this  all  come  back  to  the  point  that  these 
banks  have  all  over-extended  themselves  on  paper  that  is  not  liquid? 
They  have  so  much  of  it  on  hand  at  the  present  time  that  they  nave 
ruined  their  chances  to  loan  anything  upon  actual  needs. 

Senator  Gronna.  Do  not  misunderstand  me.  So  far  as  my  little 
institution  is  concerned,  we  do  not  belong  to  the  Federal  reserve 
system.  We  are  not  complaining  about  that.  We  do  not  owe  them 
a  dollar,  of  course.  But  I  am  not  speaking  now  of  a  single  case;  I 
am  speaking  of  conditions  as  they  exist  in  the  western  countiy,  and 
especially  in  the  ninth  district,  and  the  governor  of  that  institution 
there  has  for  more  than  a  3  ear  made  it  his  business  to  preach  defla- 
tion and  the  witluh-awing  of  loans.  I  know  the  object  of  that*  I 
am  ready  to  face  liim  and  discuss  the  question  any  time*  ^ 

Mr.  Thompson.  As  a  general  proposition,  it  is  a  poor  time  in  hard 
times  to  call  for  deflation.  The  time  to  call  for  deflation  is  when 
things  are  good,  to  keep  them  from  speculating. 

Senator  vSmith  of  vSouth  Carolina.  Is  it  not  your  opinion  that  this 
universal  cry  of  deflation  brouglit  on  the  hard  times,  largely? 

Mr.  Thompson.  No;  I  do  not  think  so.  We  have  all  contributed 
to  the  fact  that  prices  have  fallen.  Prices  were  well  beyond  any 
rational  idea  of  prices.  Of  course  it  was  forced  by  this  war;  there  is 
no  question  about  that.  The  war  l)rought  on  increased  costs^  in 
everything,  and  consequently  the  prices  of  all  articles  had  to  rise. 
But  since  the  war  is  over  the  purchasmg  power  of  the  countries  to 
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which  we  have  sent  our  goods  has  decreased  to  sucli  a  tremendous 
extent  that  to-day  France  has  to  pay  ahout  $5.25  for  a  dollar's  worth 
of  stuff  here-  Gerinonv  ahout  S16,  Austria  ahout  $66,  England  ahout 
S1.40,  Denmark  Si,  Norv.av  S2,  Sweden  S1.40,  Holland  Sl.33.  I 
talked  with  a  gentleman  ahout  that  the  other  day,  and  he  said, 
"Vhv  do  3'ou  "think  we  are  going  to  do  anything  that  is  gomg  to 
increase  the  cost  of  stuff  that  we  have  to  huy  ?  Why,  no;  we  are 
goino-  to  reduce  our  purchases  to  the  actual  necessities.'' 

Se'iiator  GiiOXXA.  Evervthing  vou  have  said  there  is  true,  Mr. 
Thompson;  hut  it  is  also' true  that  we  have  heen  paying  to  foreign 
countries  which  have  shi]>iied  in  foreign  products  to  us  from  12 
to  15  per  cent  premium.  Take  the  cattle  that  arc  hemg  shipped  in 
here  from  the  Dominion  of  Canada,  and  all  the  wheat  and  other 
cereals.  We  are  paying  the  fai'mers  of  Canada  a  premium  of  not  less 
than  15,  per  cent  to-day. 

Mr.  Thompson'.  Ahout  IT!  per  cent  to-day,  benator. 

Senator  Groxxa.  Isn't  that  true? 

Mr.  Thompson.  Yes.  sir;  that  is  true. 

Representative  TixcHER.  Mr.  Thompson.  Congress  passed  an 
amendment  to  the  War  Finance  Corporation  act  in  the  spring,  suhse- 
quent  to  the  signing  of  the  armistice,  intended,  as  I  understand  it 
from  the  Senators,  as  a  reconstruction  measure.  Now,  last  spring, 
I  think  in  June,  the  Secret arv  of  the  Treasury  suspended  the  opera- 
tion of  that  corporation  for  the  purpose  of  deflating  the  currency. 
Do  vou  think  that  the  currencv  is  sufficiently  deflated  now,  so  that 
we  should  resume  activities  under  tlie  War  Finance  Corporation  act, 
intended  as  a  reconstruction  measure  ? 

Mr.  Thompson.  Well,  I  do  not  know.  I  can  not  give  you  an 
answer  to  that.  It  would  he  a  ridiculous  and  suicidal  policy,  in  my 
judgment,  to  give  out  any  impression  that  the  farmer  or  anybody 
comiected  with  the  farm  should  he  obliged  to  make  a  complete  liquida- 
tion. It  would  be  suicidal.  But  I  have  this  to  say,  that  I  think 
this  committee  ought  to  recommend  that  at  least  they  start  some- 
thing If  they  keep  80  per  cent  of  their  (rop,  well  and  good;  but 
thev  must  start  something.  They  must  send  10  per  cent  of  their 
wheat,  or  20  per  cent  of  their  grain  or  cotton,  and  that  of  itseli  will 
produce -enough  money  so  that  it  will  liquidate  probably  five  times 
the  amount  of  goods  sold.  In  other  words,  the  process  of  debt 
paying  would  liquidate  at  least  four  times  the  amount  of  product 

you  might  sell.  i   x*.  x  •  it- 

Senator  Smith  of  South  Carolina.  They  could  not  do  that  m  tho 
South  ri^t  now,  because,  as  the  tobacco  growers  have  complamed, 
there  is  really  no  market.  Any  grade  of  cotton  below  imddhng  is 
5  or  6  cents  a  pound.  i    i  i 

Mr.  Thompson.  I  know,  but  they  have  gmned  aheaUy  neaiiy 
8,000,000  bales  of  good  cotton. 
Senator  Smith  of  South  Carolina.  Oh,  no;  about  8,000,000  bales;, 

but  that  includes  all  kinds. 
Mr.  Thompson.  Of  this  year's  crop  ? 

Senator  Smith  of  South  Carolma.  Oh,  yes;  1  am  speaking  ol  this 

year's  crop. 

Mr  Thompson.  I  would  like,  if  possible,  to  have  this  paper  incor- 
porated in  the  record.  Senator.    It  is  so  long  I  do  not  care  to  read  it. 

Senator  Smith  of  South  Carolina.  Without  objection,  we  will  just 
have  tl^  incorporated  in  the  record. 
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(The  docament  submitted  1^  Ife.  Thompson  is  here  printed  in  full, 
as  follows:} 

Statbmbnt  or  the  Fakk  ICoBSOAas  Bankms'  AasooAxioN  oi  Ahebica. 

-HK  CRiara  IN  AMBWCAN  AGBICULTUBE--raB  VWAl.  CONCEBS  OF  AU,  THE  PEOPLB  IN 
*  THE  PROBLEM. 

Farming  is  America's  greatest  industry,  producing  over  $;dO,000.000,{)00  oi  new 

'^^feiToneSf  of  evcrv  .lollar  ..f  income  in  this  country  comes  iromtU  farm,  or, 
expJeS  in  auXr  way,  asacuituro  produce,  at  least  half  of  the  fund  which  supports 

"^FortX'  S  ceni'of  the  population  is  agricultural.   In  other  wonl.  noa.ly  one- 
haJf  the  purchasing  power  of  the  country  is  dependent  on  a-rK-ulUiral  ])n.s,,erity. 

The^^?t^CTnent°  demonstrate  that  the  very  Ufe  of  the  Nation  demand,  the  main- 
tenance of  the  a','rir  ultural  population  in  a  condition  of  relative  prosperity.  If  the 
a  mer  is  forced  uto  what  amounts  to  bankruptcy,  he  must  cmtod  operations  and 
Sp  buying  In  other  words,  the  entire  business  of  the  country  woui-l  ail  if  he 
K«  fffi  He  is  the  keystone  of  the  arch.  He  support,  the  manuta^turor,  the 
merchant  and  the  laborer  The  railways  depend  on  him  to  keep  them  rumiing. 
The  Gm-ernment  itself  ....uld  not  function  without  his  Imancial  support.  It  must  be 
obvioS  t  Wore  that  the  welfare  of  the  country  as  a  whole  is  at  stake  unless  unme- 
SLte  and  adeqiite  reUef  is  forthcoming  for  the  situation  that  now  confaonts  the 

^n'SiJ^f^uch  a  crisis,  the  members  of  the  Farni  Mort^a^e  Bankers'  A sso^^^^^ 
of  America  feci  that  a  very  special  obligation  rests  on  them  to  emphasize  the  proMem 
and  to  cont  ibute  to  its  solution  the  best  wisdom  that  50  years  of  financing  the  farmer 
cln  supply.  This  Ion?  and  intimate  knowledge  of  the  farms'  problems  necessary 
to  suSS  in  the  gigantic  task  of  financing  the  agricultural  devek>pine.i(  ul  the  United 
StateVTthe  basfslor  the  following  statement  of  the  needs  and  of  renie-lies  proposed 

and  which  was  prepared  at  a  conference  of  the  board  «U°\e™?'"!,"'V.^"  ';?Vi!f 

There  can  be  no\  alid  objection  to  the  farmer  bearing  his  just  share  of  the  burd^ 
of  deflation  which  the  entie  world  now  confronts  The  point  at  issue  i3  that  the 
b^&e  ia  obviously  bearing  an  undue  share  of  the  burden  at  the  present  time,  with 
SSte  whtMhreaten  not  onlv  liar.lship  to  the  farmer  but  virtua  bankruptcy  m  raanv 
^t^;j  bofh  t o  the  farmer  and  his  many  creditors.  Such  a  result  ^u^d  be  a  naUon^ 
disaster,  threatenijig  busmen  chaos  and  ihe  future  food  supply  of  this  counliy  and 

%'''mit«te  the  disproportionate  degree  of  delation  to  which  the  faim^  is  sub- 
iectSd  itmay  be  pointed  mit  that  when  the  farmer  is  asked  to  t^ake  .  0  cents  or  us 
roriTlittlo  more  than  $1  for  liis  wheat,  11  cents  lor  his  cotton,  l|SBaia_i  *10  tor  h^ 
ho  and  ^7  for  his  cattle,  he  should  be  able  to  buy  other  commoditief-.  if  delated  m 
like  ratio,  at  prices  far  below  prerent  leveU.  For  example,  gasoline  should  not  cost 
over  12  c«it8,  coal  f 5.  a  $10  hat  $4,  a  «10  pair  of  shoes  14.  1-  urthermore  labor 
Sg  loTents  a  biishel  for  husking  corn  slionld  not^get  over  4  cents.  It  inust 
SbTreralled  that  when  the  farmer  ship?  his  product  he  must  pay  transportation 
cos^s  ranc-ing  from  33\  per  cent  to  100  per  cent  more  than  before  tiie  war  period. 

T he  cumSaiive  effict  of  this  fidl  m  prices,  unprecedented  m  the  ly^tory  of  the 
country ,  ^ea  the  situation  all  the  more  perious,  for  it  affects  not  only  the  1920  crop 
bSan  I  ruSSy  Uirge  carrv-over  from  the  1919  crop.  To  further  aggravate  the  situa- 
Sn  the  li^i«re4e  of  wheat  planted  in  the  fall  of  1920  is  within  seven  months  oi 

^It  seems  to  be  generallv  admitted  that  the  great  dMiculty  is  want  of  confidence  in 
the  stibilitv  of  oricee,  even  at  present  low  levels  in  the  face  of  present  strained  cr<>dit 
SSdSni  ^  Kther  wJrTs,  there  is  no  tnvnng  in  the  market  because  the  prospective 
pSchaser  at  home  and  abroad  is  afraid  of  prices  being  i orced  ^t^lll^^^';-;;,^;^?  though 
?t^  obvious  that  lower  prices  can  only  be  brought  about  l>Ywliat  amounts  to  the 
bankruptcy  of  the  produc  er.  Absence  of  credit  facilities  contributes  to  this  hes  tat  on 
by  cuttmgoff  the  purchasing  power  of  both  foreign  and  domes  ic  buyers  and  dosti  o>  ing 
Kowev  of  farmers  and  breeders  themselves  to  market  their  P'-«/.l"'s^«  ^ 
blBhiOD.  We,  therefore,  have  the  anomalous  situation  of  demoralized  maikeL=  m 
spite  of  the  fact  that  there  is  admittedly  no  oversupply  of  products  mftfifece 
of  world  needs,  and  that  prices  at  aU  fairly  reflecting  a  supply  and  demand  b«a8  would 
be  much  higher  than  present  levels.  ,  ,  ,  ,  w  ,  ,.^„^..^r^ 
laaianuch  as  the  present  situation  has  been  largely  brought  about  bv  necessary 
Govenuaoit  interfe^»c«  with  what  would  otherwise  be  the  restraining  eflect  oi  the 
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law  oi  supply  and  domaiuL  it  is  quite  reasonable  to  appeal  to  the  Government— wiiicli 
was  compelled  to  creat  e  this  situation — to  relieve  it  eo  far  ae  it  may  do  eo  without  viola- 
tion of  economic  principles.  Precedent  for  such  action  in  behalf  of  the  agricultural 
interests  may  be  found  in  tlic  action  of  the  Govcrnmont  in  relie\ing  the  railroads  of 
too  sudden  a  readjustment  on  tlieir  return  to  private  ownership;  it  can  not  l)e  denied 
that  the  farniing  iiidusti-y  is  j  ust  as  important  lo  the  foundations  of  national  pioeperily 
as  the  trausporialion  industry. 

THE  NSEDS  AKS  FROFOSCB  BEUEmES  IN  DETAIL* 

(1)  Need.— ^omc  plan  to  relieve  the  banks  in  the  reserve  centers  of  theii"  pree^t 
load  of  paper  ineligible  for  discount  with  the  Federal  reserve  banks. 

Remmy,—li  the  banks  in  the  resm^e  centers  could  transfer  this  burden  to  some 
other  agency  for  a  year's  time,  there  would  be  released  an  entirely  adeouate  amount 
of  credit  for  present  needs  of  both  agriculture  and  general  business  and  for  the  relief 
of  country  banks  which  are  now  comj^elled  to  exercise  undue  pressure  on  thek  custom- 
ers, and,  worse  still,  to  refuse  to  furnish  their  farmer  customers  essential  credit  for  carry- 
ing on  their  operations.  This  relief  is  fundamental  to  the  relief  of  the  other  needs 
enumerated  below,  and  mature  consideration  suggests  a  revival  of  the  War  Finance  (V.r- 
].oration  as  the  l-est  immediately  available  agency  for  taking  over  this  Ijurden.  We, 
therefore,  inge  the  immediate  re^dval  of  the  A^'ar  Finance  Corporation  with  specific 
powers  and  instructions  to  accomplish  this  end,  with  the  stipulation  that  the  corpo- 
ration should  assmne  no  paper  carrying  a  higher  rate  than  7  per  cent.  This  measure 
is  intended  for  relief,  not  as  a  means  of  profit. 

(2)  Plans  for  financing  foreign  purchases  <rf  United  States  farm  products. 
Remcfhj. — See  discussion  under  each  ])roduct.  .     i_    ^  j 

(3)  i\eaZ.— Means  of  financing  the  marketing  of  accumulated  stocks  m  the  hands 
of  ttie  fanner,  so  as  to  distribute  the  pressure  on  the  market  over  the  wtire  marketing 
year,  month  by  month. 

Bemrdy,—Seo  discussion  under  each  product. 

(a)  In  this  connection  it  is  recommended  that  the  Farmers  be  urged  to  sell  at  once 
part  of  theii-  holdings,  fi'om  10  per  cent  to  25  per  cent  preferablv.  There  is  abundant 
evidence  that  the  fanners  will  respond  to  this  request,  and  such  a  partial  liquidation 
will  of  itself  greatly  relieve  the  strain. 

(4)  i\'m/.~Mea3ures  to  relieve  the  breeders  of  the  neoea^ty  of  liquidating  breeding 
herds  and  animals  not  yet  ready  for  market. 

Remedy, — See  discussion  under  each  product.  •  <  - 

The  fast  three  mentioned  needs  are  considered  below  in  refation  to  the  major  farm 
products,  BO  that  spedfic  remedies  for  the  needs  presented  in  connection  with  tiiese 
products  mav  be  mentioned  in  direct  relation  lo  them. 

Wheat— Kt  the  outset,  it  must  be  recalled  that  the  situation  in  tlxis  grain  is  by  no 
means  the  result  of  normal  conditions.  It  is  the  result  of  the  pressure  brought  to 
bear  on  the  farmer  during  the  war  to  iModuce  wheat  "to  win  the  war/'  no  matter 
what  the  cost.  In  responding  to  this  appeal  the  farmer  and  his  family  worked  early 
and  fate;  he  paid  war  prices  for  his  supplies;  competed  with  the  wages  of  munitions 
factories  in  hiring  his  labor,  and  put  into  cultivation  land  which  ordinarily  would 
not  be  regarded  as  profitable  for  this  use.  As  a  result,  the  crops  now  ready  for  sale 
were  produced  at  costs  entirely  beyond  ordinary  standards,  and  founded  rather  on 
the  needs  of  war  than  the  dictates  of  busing  prudence.  To  stimulate  production 
on  this  basis,  prices  were  fixed  as  an  assurance  against  loss  to  the  producer,  who  had 
thrown  caution  to  the  winds  in  responding  to  the  appeal  of  the  Government. 

AVhen  the  1919  crop  was  ready  to  market,  however,  the  producer,  in  very  many 
cases,  could  not  sell  at  these  fixed  prices  because  tiie  railwwB  could  not  fumiA  c»tb. 
When  cars  were  at  last  available,  which  was  not  until  the  1920  crop  came  on,  the  pxiees 
had  fallen  so  far  as  to  be  below  the  cost  of  production. 

If  this  break  in  prices  had  stopped  at  a  level  representing  fairly  the  relation  of 
supply  to  demand,  probably  no  remedy  would  be  required,  and  the  farmer  would 
have  to  take  liis  inevitable  loss.  The  best  authorities,  however,  are  auoted  to  the 
effect  that  there  is  no  more  wheat  in  this  country  than  is  now  needed  for  our  own 
consumption,  and  one  of  the  largest  grain  firms  openly  prophesies  that  wheat  will 
brincr  a  much  higher  price  by  June.  ^      .  .  , 

Ls^it  surprising  that  the  farmer,  therefore,  confronting  a  pnce  of  little  over  a  dollar 
on  the  farm  in  the  cliief  producing  sections,  is  convinced  that  present  prices  are  only 
temporary  and  is  endeavoring  to  hold  for  better  prices? 

Miich  has  been  said  of  so-called  farmers'  ^'strikes/'  but  there  is  no  evidence  of  any 
Sttcil  unpatriotic  attitude  on  the  part  of  any  considerable  element  among  the  iaim^ 
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and  the  more  conservative  element,  as  represented,  for  example,  by  the  Amencaa 

Farm  Bureau  Federation,  has  taken  pains  to  repudiate  the  idea.  There  is.  however, 
too  much  justification  in  the  present  situation  for  the  propaganda  of  the  radical  ele- 
ment, and  much  uneconomic  and  unsocial  legislation  can  only  be  avoided  by  the 
prompt  adoption  of  constructive  mea^urea.  The  disastrous  results  of  populism  are 
suflicient  warning  on  this  score. 

A  careful  study  <rf  the  facts  indicates  that  the  present  laclcof  buying  power  in  the 
market  is  not  due.  as  we  have  pointed  out,  to  OA'er  supply,  but  to  lack  of  finaneia! 
ability  on  the  part  of  buyers  and  a  lack  of  conhdence  that  prices  have  yet  reached 
bottom.  Were  prices  once  to  show  a  steady  upward  tiend,  it  can  not  be  doubled  that 
they  would  rapidlv  approximate  fair  levels-  To  reatwe  confidence  that  grain  will 
not  be  unduly  forced  on  the  market  by  the  bankruptcy  of  produca*  and  creditor  we 
need  just  the  relief  that  it  would  seem  can  best  be  provided  bv  reviving  the  War 
Finance  Torporation  and  srivin.e  it  the  power  before  indicated.  We  l)e!ie\e  that  tliis 
measnre  would  by  its  psychological  effect  accomplish  the  desired  end  of  reestablish- 
ing conlidence  with  a  minimum  financial  burden  on  the  corporation  and  we  would 
make  the  distinct  reservation  tiiat  the  life  of  the  corporation  ^ould  be  restricted  to 
the  period  of  the  emergency. 
As  a  permanent  measure  of  relief  in  financing  foreiLrn  exi^f  -rt-  we  indorse  the  forma- 
-  tion  of  corporal  iens  under  the  Edge  bill,  one  of  which  vv*e  understand  is  this  month  in 

process  of  foimaLioii.  .     *    ^.  , 

Cbm. — ^The  bountiful  com  crop  of  tiiis  year  has  depreciated  in  pnce  far  below  the 
cost  of  production,  not  so  much  on  account  of  over-production  as  because  of  the  fact 
that  the  normal  consumption  of  corn  for  cattle  feedinir  is  seriou'^Iy  diminislied  on 
account  of  the  demoralized  cattle  market  and  the  inability  of  cattlemen  to  iinance 
themselves  in  bu>ing  cattle  lo  feed  and  in  many  cases  even  to  hold  the  cattle  they 
now  own  to  maturity-  It  is  difficult  for  formers  to  borrow  new  money  to  buy  either 
feed  or  cattie.  For  that  reason  we  can  not.  as  in  normal  years,  by  feedin'j:  cattle, 
make  com  selling  at  30  to  40  cents  worth  $1  by  feedinq:  it  to  cattle.  In  other  w<^rds, 
if  the  cattle  industry  were  functioning  as  usual  it  would  largely  absorb  what  appears 
to  be  an  overproduction  and  would  cause  the  price  of  corn  to  harmonize  with  at  least 
the  cost  of  production  or  its  worth  as  feed,  which  would  be  hugely  in  exc^  of  the 
cost  of  production. 

Cattle,  hogs,  and  sheep. -~¥rom  all  over  the  country  comes  the  story  of  the  great  loss 
now  being  sustained  ])y  every  one  engaged  in  the  live-stock  industry.  The  story  is 
tie  same  everywdiere-^f  inability  to  finance  ncx  purchases  and  in  many  cases  to 
cany  to  maturity  and  satisfactory  marketing  conditions  the  present  herds,  or,  even, 
to  retain  the  breeding  herds.  Xlnless  the  industry  can  be  saved  for  the  future  v.Iuit 
will  be  the  price  of  meats  in  the  years  to  come?  To-day  no  induetry  in  the  counUy 
BO  important  to  all,  is  suffering  such  a  heavy  loss. 

Certain  Ijanks  of  reserve  cities  have  ahead  v  provided  a  fci>ecial  fund  of  upward  of 
$25,000,000  as  a  partial  measure  of  relief  for  t&s  Eerious  situation,  but  here  again  it  is 
obvious  that  to  prevent  a  serious  crisis,  both  to  the  com  farmer  and  the  live-slf.rk 
farmer,  who  are  so  closely  related,  there  must  be  the  relief,  which,  as  belon^  stated, 
can  only  be  afforded  bv  an  agency  operating  'as  we  have  suggested  the  War  Finance 
Corporation  should  operate.'  In  this  connection,  special  lelief  by  the  use  of  the 
funds  of  the  War  Finance  Corporation,  we  believe,  can  best  be  administered  by  the 
banks  ot  the  countrv,  especially  members  of  the  Federal  reserv  e  system,  who  already 
have  all  the  facilities  and  can  do  the  work  without  expense,  loss,  or,  what  is  most 
important,  delav. 

It  must  here  be  pointed  out  that  credits  in  the  live-stock  indubtry  must  be  for  periods 
of  more  than  6  months— must  be  for  a  year,  18  monthsH-even  two  years.  As  a  per- 
manent agency  for  furnishing  such  credits  measures  like  that  of  Congressman  Mc- 
Fadden  should  be  carefullv  considered. 

Cotton.—ThoYQ  is  no  market  for  millions  of  bales  of  low-grade  cotton.  It  is  reported 
that  Germanv  is  the  oalv  country  in  the  world  wiih  facilities  for  using  this  cotton.  _  It 
is  said  that  Germany  wants  it,  but  in  order  to  buy  it,  must  have  credit,  for  which  it  is 
said  to  be  in  position  to  offer  security.  Certain  banking  interests  in  the  South  have 
already  made  a  beginning  in  financingthe  export  of  this  eoi  ton  to  Germany,  but  present 
hankins:  resources  are  alreadv  overstrained,  not  only  by  domestic  demands,  but  by 
the  burden  of  over  tvvo  and  a  half  billions  of  credita  to  Ameiican  exporters  already 
outstanding.  Here  again  as  a  permanent  means  of  relief  the  o^ration  of  corporations 
under  the  Edge  bill  offer  a  hopeful  solution,  but  in  the  interim  the  facilities  of  the 
War  Finance  Corporati(m  asked  for  i^ove  seem  necessary  to  i»ev^t  sotoub  distress  in 
the  cotton  States. 
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CONCLUSION. 

In  pressing  for  the  relief  in  the  measures  above  proposed,  and  notably  through  the 
revival  of  the  War  Finance  Corporation,  we  reiterate  our  conviction  that  measures  of 
Government  relief  are  forced  by  the  comj)iete  degree  oi  Government  control  during 
the  war  and  are  warranted  by  the  necessities  of  a  transition  period. 

Paternalistic  mea^sures  should,  however,  be  regarded  purely  as  emergency  measiires 
and  acts  providing  for  them  should  curtail  their  life  and  should  encourage  the  substitu- 
tion for  them  of  proper  private  agencies  as  rapidly  as  possible. 

^\*e  would  also  again  emphasize  the  feeling  that  the  present  situation  is  chiefly  due 
to  lack  of  confidence  and  tne  present  strain  on  our  credit  facilities.  Wo  believe  that 
the  initiation  of  these  proposed  relief  measures  will  restore  confidence  and  bring  relief 
through  the  ordinary  channels  of  trade  to  such  an  extent  that  the  actual  U6e  of  the 
measures  proposed  will  be  comparati\'ely  limited. 

Senator  Smith  of  South  Carolina.  Now,  Mr.  Thompson  has  indi- 
cated the  remedy  that  he  desires  to  enact.  I  understand  that  there 
are  certain  representatives  of  the  wool  interests  that  desire  to  bo 
heard  this  morning.  Senator  Capper,  you  had  some  gentleman  that 
you  wanted  to  present  ? 

Senator  Cappeb.  Mr.  Thompson  was  speaking  for  them. 

O 


